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A  new  element  was  added  to  the  instruments  of  the  Common  Agri.cultural 
Policy  In  March  1989  with  the  adoption  by  the  Council  of  the  regulation 
establishing  a  system  of  transitional  aids  to  agricultural  incomeO).  This 
new  element  was  a  production-neutral  aid,  optional  at  the  level  of  Member 
States,  to ·be  granted  only ·to  those  farmers  with  incomes  below  a  cer.taln 
cell ing.  Such  aid  was  conditional  upon,  and  limited  to,  the  extent  that 
farm  Incomes  had  been  depressed  due  to  the  (then)  curr~nt reform  of  the 
CAP. 
The  Council  regulation  introducing  that-measure  requires  the  Commission  to 
submit  to  the  European  Parliament  and  to  the  Council  a  report  on- the 
operation of  the  income  aid  system  on  the  basis  of  informatio.n·_.provided··by 
the  Member  States.  This  report  is made  pursuant  to  that  requirement. 
(1)  Regulation  (EEC)  N'  768/89 of  21.3.1989,  O.J.  L  84/8 of  29.3.1989 - )  -
A.  Background 
The  determination of  the detailed rules  to apply  the  Agricultural  Income 
Aid  pol icy  introduced  by  the  Counci I  regulation  proved  to  be  a  complex 
task.  Consequently  the  Commission  implementing  regulation,  successive 
drafts of  which  were  examined  under  the  management  committee  procedure, 
was  not  adopted  until  late  in  1989(2). 
It  was  only  in  May  1990  that  the  first  draft  Programme  of  Agricultural 
Income  Aid  (PAIA)  was  notified  for  approval  to  the  Commission,  which  was 
granted  in  July  of  that  year.  In  total  8  draft  PAIA  were  received  by  the 
time  this  report  was  drawn  up  (June  1992),  from  6  Member  States.  7  of 
these  draft  programmes  were  approved  by  the  Commission  of  which  6  were 
implemented.  The  two  draft  PAIA  notified  but  not  implemented  were  from 
Germany,  for  Rheinland-Palatinate.  One  of  these  two  draft  programmes 
had  been  approved  by  the  Commission  whereafter  the  authorities  of  that 
Land  decided  not  to  implement  either  of  the  programmes.  The  main 
features  of  the  programmes  approved  by  the  Commission  are  given  in 
Annexes  I  and  2. 
To  help  prepare  the  current  report  the  Commission,  early  in  1992,  wrote 
to  each  of  the  five  Member  States  which  had  by  then  obtained  Commission 
approval  for  Income  Aid  Programmes,  namely  Belgium,  Germany,  France, 
Italy  and  the  Netherlands.  The  substance  of  information  forwarded  by  the 
relevant  authorities  to  the  Commission  is  set  out  in  Annex  3.  At  the 
same  time  the  Commission  also  wrote  to  alI  other  Member  States  none  of 
which  had  at  that  time  submitted  requests  for  Commission  approval  of 
draft  PAIAs.  The  Commission  invited  them  to  submit  comments  which  could 
be  pertinent  to  this  report.  Denmark,  Ireland,  Luxembourg  and  the  United 
Kingdom  each  provided  comments,  as set  out  in  Annex  4. 
(2)  Regulation  CEEC)  No  3813/89 of  19.12.1989 O.J.  L  371/17  of  20.12.1989 It  should  be  noted  that  on  9  June  1992  the  Commission  approved  a  draft 
PAIA  for  Spain  (for  the  Basque  region).  Furthermore  the  Greek: 
authorities  have  indicated  their  intention  to  prepare  a  PAIA  but  at  the 
time of drafting this report  It  had  not  been  notified  to  the  Commission. 
B.  Ooeratlon of  the Agricultural  Income  Aid  policy 
Resum~ of  Information  from  the Uember  States 
As  the  approval  of  the  first  programme  dates  only  from  July  1990.  the 
information  ·forwarded  to  the  Commission  by  the  Member  States  having 
applied  the  policy  (see  Annex  3)- is  inevitably  based  on  relatively 
limited experience. 
No  common  thread  is  found  running  through  this  information.  Although  it 
is  of  widely  differing  degrees  of  complexity.  it  does  provide 
commentaries  and  data  from  the  authorities  directly  concerned  with  the 
implementation of  the  various  programmes. 
With  the  exception  of  the  programme  for  Italy,  none  of  the  PAIA  concern 
holdings  located  in  objective  1  regions.  This  result  contrasts  with  one 
of  the  aims  set  by  the  Council  in  the  basic  regulation.  Citing  the 
cohesion objective sought  by  the Single  European  Act,  the  Counci I  agreed 
a  relatively  high  Community  budget  contribution  towards  income  aid 
payments  for  holdings  in  objective  1  regions  in  recognition  of  the  fact 
that  it  is  in  these  regions  that  the  holdings  in  most  need  of  support 
were  "relatively concentrated". 
No  information  is  available  on  any  possible  impact  the  programmes  may 
have  had  on  production  levels.  No  particular  problems  were  reported 
concerning  controls  although  little  information  is  available  on  this 
aspect. 
(  \ - <).  -
The  four  Member  States  which  did  not  apply  the  scheme,  but  volunteered 
information  for  this report,  each  gave  broadly  simi Jar  reasons  for  non 
application,  namely  the  inappropriateness  of  the  instrument  and/or 
particu.lar  difficulties  they  would  have  faced  in  apply.ing  it  (see 
Annex  4). 
Qommlsslon  assessment  of  the  Income  aid policy 
From  a  global  point  of  view,  and  despite  the  pol icy  being  applied  only 
by  some  Member  States  and  often  restricted  to  certain  regions  or  to 
certain  categories of  farmers,  some  180  000  beneficiaries  in  total  are 
now  expected  to  be  aided  over  the  next  five  years or  so  at  a  cumulative 
cost  (national  financing  plus  Community  contribution)  of  over  600  Mecu 
(see  Annex  1).  At  an  average  aid of  around  3300  ecu  per  beneficiary over 
the  4-5  years  duration  of  each  programme  a  significant  contribution  is 
made  to  the  income  of  each  beneficiary,  many  of  whom  are  from  families 
with  incomes  per  annual  work  unit  (from  all  sources)  of  less  than 
12.500  ecu  per  annum.  From  this  angle  the  pol icy  may  be  judged  as 
positive. 
The  overall  scale  of  the  pol icy  to  date  is  modest  in  relation  to  that 
envisaged  by  the  European  Counc i I  in  ear I y  1988  when  it  decided  - in 
conjunction  with  its agreement  for  agricultural  "stabilization measures" 
- to  create  a  budget  heading  for  the  Community  contribution  to  part-
finance  it  of,  in  practice,  300  Mecu  a  year  by  1992  (at  1988  prices). 
The  cost  to  the  Community  budget  over  the  entire  period  of  application 
of  the  pol icy  is  I ikely  to  be  under  250  Mecu  (see  Annex  1)  unless  major 
new  PAIA  are  approved. 
In  the  Commission's  view  the  degree  of  success  of  the  pol icy,  or  its 
validity  for  the  future,  cannot  be  judged  in  terms  of  the  budget  cost  in 
isolation or  in  relation  to  the  outlook  dating  from  1988. - (!:~  -
The  Commission  considers  that  this  assessment,  both  as  regards  the  past 
as  well  as  in  terms  of  the  future  validity  of  the  system,  should  be 
based  on 
a.  the  nature of  the  Income  aid  system  and 
b.  the evolution of  CAP  reform. 
As  regards  the  nature  of  the  income  aid  pol Icy  an  important  objective, 
set  out  in  the  recitals  to  the  Counci I  regulation  (of  1989),  is  to  help· 
farmers  adjust  to  new  circumstances  due  to  the  (then  current)  reform  of 
the  Common  Agricultural  Polley.  These  recitals  also  require  a  I ink  to 
exist  between  the  aid  provided  and  the  income  loss  due  to  CAP  reform. 
However  with  one  exception<n  all  Member  States  applying  the  pol icy 
have  chosen  a  flat  rate  rather  than  individual  method  of  assessing 
income  loss  due  to  CAP  reform  (Article  5  §  2  and  3  of  regulation 
768/89).  The  practical  effect  of  this  choice  is  to  set  an  overall 
envelope  on  the  amount  of  aid  which  may  be  paid  out  under  a  given 
programme  without  there  being  any  direct  relationship  between  the  aid 
granted  to  a  beneficiary  and  the  income  loss  experienced  by  the 
individual  beneficiary.  Consequently  it  is  possible  for  there  to  be 
over-compensation  of  some  producers  in  relation  to  their  individual  CAP 
reform  induced  losses  even  in  programmes  where  the  overall  level  of  aid 
which  may  be  disbursed  falls  well  short  of  the  calculated  total  income 
losses  due  to  CAP  reform.  This  over-compensation  can  arise  whenever  the 
total  level  of  aid  which  may  be  paid  under  each  programme  is  a  function 
of  the  income  losses  due  to  CAP  reform  recorded  not  simply  by  the 
holdings  which  subsequently  receive  aid  but  also  holdings  that  are  not 
eligible,  for  example  those  where  the  income  is  above  the  el igibi I ity 
\  ce i I ing. 
(1)  The  exception  is  the  programme  applied  by  the  Netherlands  where  income 
losses  due  to  CAP  reform  were  assessed  on  a  per  hectare  basis  and  aid 
granted  to  each  beneficiary  in  relation  to  the  area  of  eligible  crops 
they  individually grew  during  an  historic  reference  period. - 7'  -
As  a  result  the  linkage  sought  by  the  Council  between  the  income  losses 
due  to  CAP  raform  and  tha  income  aid  exists  only  at  a  global  level. 
Under  flat  rate  programmes  it  is  possible  that  some  beneficiaries  may 
indeed  receive  aid  simply  because  of  low  family  incomes  even  if  they 
have  experienced  I ittle or  no  income  loss due  to  CAP  reform. 
This  situation  is  not  inconsistent  with  Community  legislation  for 
Agricultural  Income  Aid  as  the  linkage  sought  by  the  Council  did  not 
necessarl ly  have  to  be  made  at  the  level  of  the  individual  beneficiary. 
However  where  I I  nkage  at  thIs  i nd I  vI dua I  I  eve I  Is  weak  or  non  existent 
the  policy  reflects  at  least  as  much  a  social  as  an  agricultural 
measure.  Calculation  of  losses  due  to  CAP  reform  Involves  major 
conceptual  as  well  as  practical  dlfficulties<1>.  Consequently  were  the 
pol icy  to  be  applied on  the  basis of  determination of  CAP  reform  losses 
measured  at  the  level  of  individual  farmers  it  would  substantially 
increase  the  already  burdensome  administrative  charge  on  the 
implementing  authorities. 
From  the  social  pol icy  angle,  in  alI  instances  where  I inkage  is  weak. 
between  the  CAP  reform  income  losses of  a  beneficiary  and  the  income  aid 
received  there  is  a  real  risk  of  conflict  with  the  aim  of  subsidiarity. 
This  is  clearly  the  case  in  those  parts of  the  Community  where  existing 
national  social  security  provisions  set  minimum  revenue  levels  as  a 
right  irrespective of  the  area of  economic  activity of  the  beneficiary. 
(1)  For  example,  in  an  attempt  to  avoid  aid  being  granted  on  the  basis  of 
what  could  reasonably  be  considered  as  income  losses  not  I inked  to  CAP 
reform,  the  implementing  regulation  excluded  losses  determined  on  the 
basis  of  reductions  in  producer  prices  which,  in  real  terms,  have 
fallen  at  a  rate  no  steeper  than  the  trend  prior  to  1984.  Even  sma!  I 
differences  in  the  duration of  the  period  upon  which  the  trend  is  basod 
can  however  give  very different  results with  consequential  imp! !cations 
for  the  total  amount  of  aid which  may  be  granted. - <jS  -
Moreover,  even  in  those  Member  States  without  such  minimum  revenue 
provisions,  a  Community  pol icy  of  granting  supplementary  revenues  to 
farmers  is,  whenever  the  scale  of  such  payments  is  not  closely  related 
to  the  individual's  losses  due  to  CAP  reform,  also  open  to  criticism on 
subsidiarity  grounds.  In  such  instances  the  justification  to  grant  aid 
to  these  farmers  cannot  be  the  impact  of  CAP  reform  on  their  holdings. 
As  regards  the  evolution  of  CAP  reform,  the  Agricultural  Income  Aid 
pol icy  was  introduced  in  paral lei  with  the  general  reforms  of  1988  (the 
"stabilizers"),  in  the  wake  of  the  various  reforms  of  the  early  and  mid 
1980s  (especially  the  milk  quotas  of  1984,  and  those  affecting 
especially  cereals,  beef  and  milk  in  1986  and  1987),  plus  the  reforms 
aimed  at  securing  a  generally more  restrictive prices  pol icy.  In  1988  it 
was  expected  that,  once  the  reforms  had  achieved  the  stated  objective 
of  restoring  market  balance  through  the  application  of  "stabilizer" 
provisions,  producers  would  be  able  to  secure  equitable  returns,  and 
incomes,  from  the  market.  Indeed  the  European  Counci I  conclusions  of 
February  1988  included  a  number  of  inter-related  provisions  for  the 
agricultural  sector  including  "stabilization  measures"  and  political 
endorsement  for  aids  to  incomes  adumbrated  by  this  Counci I  in  June  1987. 
The  effectiveness of  some  of  the  "stabi 1 izers"  especially  in  the  cereals 
sector  has  been  found  wanting.  To  the  extent  that  income  aid  was  in  the 
mind  of  the  Counci I  warranted  due  to  the  introduction of  "stabi I izers", 
the  shortcomings  of  the  latter  cast  doubt  on  the  political  justification 
of  the  former.  In  any  event  in  no  respect  cou I d  those  reforms  be  said 
to  have  foreshadowed  the  reforms  agreed  by  the  Counci I  in  May  1992. 
The  reforms  agreed  in  May  1992,  a  central  feature  of  which  is  the 
significant  price  reductions  coupled  with  compensatory  payments, 
constitute  changes  forming  a  coherent  whole  which  are  not  readily 
comparable  to  the  earlier  reforms.  Income  losses  attributable  to  the  May 
1992  reforms  which  may  be  experienced  by  one  or  other  category  of 
producer  are  to  be  the  subject  of  pre-set  compensatory  payments. These  compensatory  payments,  un I ike  those  under  the  Income  Aid  Po I icy 
introduced  in  1989,  are  neither  restricted  to  producers  with  incomes 
below  given  cei I ings,  nor  optional  at  the  level  of  Member  States.  These 
reforms  also  include  a  range  of  supplementary  provisions  to  widen  the 
options open  to  farmers,  including  a  new  early  retirement  scheme. 
Were  the  period  of  validity  Qf  the  existing  Income  Aid  scheme  to  be 
extended  beyond  the  current  expiry  date  of  31  March  1993,  this  would 
mean  that  producers  who  suffered  income  losses  due  to  CAP  reform  in  the 
mid  or  late  1980s  could  begin  to  receive  aid  as  late  as  the  mid  1990s. 
in  this case  the  need  for  time I iness  in  the grant of  the  aid  implicit  in 
the  Counci I  regulation  would  be  severely  eroded.  Moreover  an  extension 
of  the  expiry  date  could  mean  that  losses  related  to  the  1992  reforms, 
already  the  subject  of  compensation  irrespective  of  the  beneficiaries 
.income,  in  the  case  of  some  producers  might  be  taken  into  account  to 
determine  supplementary  income  related  aid.  Consequently  the  Commission 
sees  no  logic  in  extending  the  period of  validity of  the  scheme. 
c.  Conclusion 
The  Commission  is of  the  view  that  the  system of Agricultural  Income  Aid 
introduced  by  Regulation  768/89  should,  as  provided  for  in  its  Article 
13,  apply  only  until  31  March  1993. 
One  incidental  effect  of  maintaining  the  1 imited  period  of  application 
of  regulation  768/89  wi  I I  be  that  the  restriction  imposed  on  the 
Commission  by  its Article  11  - that  no  income  aid  be  authorized  through 
the  state  aid  provisions  of  the  Treaty  (Articles  92/93)  - would  be 
removed.  Removal  of  this 
impact  as  the  Commission 
restriction  would  be  of  limited  practical 
intends,  as  was  the  case  prior  to  1989,  to 
apply  a  restrictive pol icy  in  this area. - 10  -
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'Germany  :27.11.1990:  30.  4.1991  :Farms with  :  5  years 
I  2486  ecu  :  4000  to  :  60 M IM  I 
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(1)  Foll~ng notification of  a modification of  the  French Progrrunne  the  estilnated  total  expenditure  increased 
fran 1901  MFF  to  2633  MFF,  and  the  total  EC  budget  contribution  increased  fan 66.5 MBCU  to  91.7 MBCU.  The 
decision  concerning  the modified  progrrunne  ~s taken  on  4 October  1991  (O.J.  L  298  of  29/10/91). 
(2)  Subsequently modified  by  decision of  5/2/92  (O.J.  L 44  of  20/2/92)  to  take  account  of  delay  in  pa~ents in 
relation to  those  anticipated previously. 
(3)  Subsequently modified  by  decision of  22/7/91  (O.J.  L  228  of  17/8/91)  to  take  account  of  delay  in  pa~nts in 
relation to  those  anticipated previously. 
(4)  By  letter of  13/6/91  the Rheinland Palatinate  authorities  informed  the Commission  that  they would  not  be 
ilnpl~nting this  progrrunme,  or  another  one  notified,  but  at  that  tilne  still under  exrurrrination  by  the 
Commission  services  for  the  less  favoured  areas  of  the  Land. 
(5) At  1992  values.  This  progrrunne  alone  involves  recourse  to  the  provisions  of Article  6  (second  sentence)  of 
regulation 3813/89. - 13  -
ANNEX  2 
BRIEF  DESCRIPTION  OF  EACH  OF  THE  PROGRAMMES  AT  THE  TIME  OF  THEIR  APPROVAL 
BY  THE  COMMISSION ----
-~  l  -~  .j ...  ·1-4  - . - 14  -
NETHERLANDS 
The  objective  is  to  attenuate  negative  Income  effects  which  arise  ~rom 
adjustments  of  the  markets  In  the  context  of  the  reform  of  the  Common 
Agricultural  Policy  (CAP). 
The  lower  prices  of  products  subject  to  a  common  organization  of  the  market 
In  the  arable  farming  sector  and  the  concomitant  lower  Incomes  will  have  the 
result  that  a  restructuring  of .the  arable  farming  sector  Is  Inevitable.  This 
restructuring  process  will  take  some  time.  Income  aids  will  help 
agricultural  holdings  by  giving  them  more  time  to  complete  the  restructuring 
process. 
Eligible  for  income  aid  are  heads  of  agricultural  holdings  and  members  of 
their  families  working  on  the  holding 
a)  who  work  for  at  least  25  :r;  of  an  annual  work  ·unit  at  an  agricultural 
holding  in  which 
- the  head  of  the  farm  has  his/her  main  occupation; 
- the  majority  of  the  produce  is  derived  from  arable  farming; 
-a  minimum  of  30  %of  the  surface  area  Is  utilized  for  growing  arable 
farming  products  to  which  the  stabilization  mechanism  Is  applicable. 
7~where the  total  family  Income  for  each  annuel  work  unit  Is  lower  than 
'~·--_,"--
3 4 . o  o  o  ·-o u  t c  h  g u  1  1  de r s ; 
c)  where  such  persons  are  younger  than  65  years  of  age. 
In  determining  the  level  of  Income  aid,  account  Is  taken  of  the  Income  loss 
arising  from  the  adjustment  of  the  markets  In  the  context  of  the  reform  of 
the  CAP.  In  the  determination  of  the  income  loss  therefore,  consideration 
shall  only  be  given  to  those  crops  to  which  the  stabilization  mechanism  Is 
applicable.  The  loss  of  income  is  determined  on  a  flat-rate  basts  per 
hectare.  The  income  aid  per  hectare  cultivated  with  the  products  referred  to 
Is  equal  to  350  guilders  In  the  first  year.  In  the  second  and  subsequent 
years  this  Income  aid  is  equal  to  250,  210,  140  and  70  guilders 
respective I y. 
The  level  of  aid  per  annual  work  unit  amounts  to  a  maximum  of  2.500  ECU.  The 
number  of  work  units  of  family  work  eligible  for  income  aid  amounts  to  a 
maximum  of  2  per  agricultural  holding. 
- 14  -- 15  -
FRANCE 
A horizontal  programme  relating  to  all  production  sectors  is  to  be  applied. 
The  potential  recipients  will  only  be  able  to  qualify  for  income  aid  where 
the  total  family  Income  does  not  amount  per  work  unit  to  over  70%  of  the 
national  gross  domestic  product  per  member  of  the  working  population.  In 
addition,  in  view  of  the  national  provisions  In  force  for  a  similar  measure 
such  as  that  relating  to  material  improvement  plans,  the  agricultural  Income 
per  work  unit  must  not  be  higher  than  the  reference  Income.  Furthermore. 
the  farmer  must  practise  farming  as  his  main  occupation,  be  over  21  years 
old,  not  a  pensioner  and  must  meet  minimum  professional  capacity 
requirements. 
The  Income  aid  may  be  granted  to  a  family  agricultural  holding  run  by  an 
individual  or  a  partnership. 
Depending  on  the  differences  in  situation  and  the  requirements  of  potential 
recipients,  the  measures  subsidized  by  the  income  aid  may  be  grouped  under 
three  categories: 
- support  for  the  adaptation  of  the  holding  relates  to  holders  whose 
situation  has  been  recognized  as  fragile  and  who  propose  a  process  of 
adaptation  (diversification  of  farming,  better  management,  training, 
etc.).  The  measure  then  involves  an  adaptation  plan. 
Improving  the  situation  of  holdings  in  financial  difficulty,  but  whose 
long-term  viability  is  ensured.  In  this  case  the  measure  Involves  an 
improvement  plan  (to  alleviate  financial  burdens  and  stagger  payment  of 
social  welfare  contributions  in  arrears)  with  capitalization  of  the  aid. 
Where  the  situation  of  the  holding  cannot  be  improved,  occupational 
conversion  will  be  proposed  with  a  view  to  the  cessation  of  farming. 
-Holders  over  55  years  of  age  may  draw  up  a  plan  with  a  view  to  the 
transfer  outside  the  family  of  their  holding. The  aid  is  normally  expected  to  be  paid  over  five  years  and  Is  degresslve 
accordi~g  to  the  Community  Regulation.  Its  amount  corresponds  to  the 
eligibility  laid  down  (ECU  1  000  per  work  unit).  In  order  to  remedy 
situations  of  particularly  serious  overlndebtedness,  the  aid  may  be 
Increased,  under  an  Improvement  plan,  to  the ..  Comsunlty  maximum  (ECU  2  500· 
per  work  unit). 
The  a I d  may  be  cap I t a I I zed  I n  the  case  .of  I m  prove  11 en t  p I an s  and  where  t he 
process  of  adaptation  of  the  holding  Involves  Investments. 
Annual  reports  on  the  development  of  the  holding  or  the  situation  of  the 
recipient  are  required  for  the  payment  of  the  various  Instalments  of  the 
aid. 
The  estimated  number  of  beneficiaries  is  55  000 - 17  -
ITALY 
The  objective  of  the  system  of  Income  aid  is  to  compensate  for  economic 
losses  caused  by  the  development  of  Community  policy  by  enabling  farmers  to 
make  economic  choices  more  easily. 
Choices  were  made  at  sectoral  and  territorial  level  following  two  main 
guidelines: 
- selection  of  the  most  disadvantaged  geographical  areas; 
-selection  of  a  sector  from  those  which  are  most  urgently  In  need  of 
restructuring  and  are  most  severely  affected  by  CAP  reform. 
The  area  covered  by  the  PAIA  In  question,  for  the  olive-growing  sector, 
consists  of  the  following  regions  of  southern  Italy:  Campania,  Basi/icata, 
Apulia,  Calabria,  Sicily  and  Sardinia. 
Holdings  under  family  management  which  meet  the  following  conditions  are 
eligible  for  the  aid: 
run  by  an  owner-occupier  practising  farming  as  his  main  occupation  and 
with  proven  occupational  skill  and  competence; 
-income  from  olive-growing  accounting  for  at 
agricultural  income. 
1  east  zo::;  of  the 
Income  attributable  to  the  olive-growing  sector  is  calculated  on  the  basis 
of  areas  declared  by  the  beneficiary  himself. 
The  aid  will  be  granted  in  proportion  to  the  percentage  of  income 
attributable  to  olive-growing  related  to  the  total  agricultural  Income. 
The  family  agricultural  income  must  be  at  least  10%  of  the  overall  family 
income. 
The  maximum  amount  of  aid  which  can  be  granted  under  this  PAIA  refers  to  a 
work  unit  of  at  /east  BOO  flours  per  year  worked  in  the  agricultural 
sector. l  •.  ;  ..;.  l + -18  -
There  is  a  ceiling  of  LIT  1  926  100  per  beneficiary  for  the  first  year. 
Aid  Is  granted  for  four  years  decreasing  by  15%  of  the  Initial  amount  each 
year. 
Only  one  beneficiary  per  holding  Is  eligible. 
The  maximum  overall  expenditure  ptanned  for  this  PAIA  Is  LIT  205.578  million 
at  1989  prices. 
Since  the  objective  referred  to  Jn·Artlcle  1  of  Regula-tion  (EEC)  No  2050/88 
a p  p I I e s  I n  t h  e  g  e o g  r a ph I c a I  a r e a  c o  v e r e d  b  y  · the  P  A  I A  ,  t h  e  C  om m  u  n I t y 
contribution  provided  for  corresponds  to  70%  on  ECU  1000  of  the  annual 
permissible  amount  and  taking  Into  account  the  degresslvlty  of  15%  per  year 
during  later  years,  the  overall  Community  financial  contribution  Is 
LIT  138  602  million. 
It  Is  estimated  that  there  will  be  80  500  beneficiaries. - 19  -
GERMANY  ( Ba<;len-WUr ttemberg) 
The  Land  of  Baden-Wuerttemberg  intends  to  facilitate  for  the  operators  of 
agricultural  holdings  the  adaptation  to  the  changed  framework  provisions,  to 
improve  the  possibilities  of  diversifying  their  activity  and  to  provide 
additional  liquid  funds  for  the  support  of  their  families.  The  agricultural 
income  aid  programme  Is  linked  to  the  living  support  programme,  which  has 
been  implemented  in  the  Land  since  1987.  It  covers  the  area  of  the  Land  of 
Baden-Wlirttemberg  and  is  available  to  all  eligible  agricultural  holdings 
Irrespective  of  their  production  patterns.  Full  as  well  as  part  time 
holdings  are  eligible. 
A  40  000  DM  income  threshold  for  eligibility  has  been  set.  This  Is  less  than 
90  %  of  the  regional  gross  domestic  product  per  member  of  the  working 
population  (which  was  DM  67  892  in  1987).  The  relevant  income  is  assessed  on 
the  basis  of  records  which  are  also  used  for  taxation. 
At  least  20%  of  the  household  income  must  be  derived  from  the  holding.  The 
operators  of  agricultural  holdings,  their  spouses  and  the  members  of  the 
family  working  on  the  holding  for  at  least  450  working  hours  are  to  be 
Included  in  the  agricultural  income  aid  programme. 
The  framework  for  the  overall  aid  takes  account  of  losses  Induced  by  the 
reform  of  the  common  agricultural  policy  and  the  overall  losses.  Due  to  the 
inclusion  of  the  total  agricultural  production  in  the  aid  scheme,  the 
overall  losses  are  established  by  the  statistical  data  of  "gross  value  added 
at  factor  cost".  The  losses  due  to  the  reform  of  the  common  agricultural 
policy  have  been  determined  on  the  basis  of  the  change  in  producer  price,  or 
where  the  change  is  smaller,  in  the  instutional  price.  The  impact  of  the  VAT 
based  aid  to  compensate  for  green  rate  changes  has  been  taken  into  account 
by  using  gross  prices.  For  1989  a  VAT  rate  of  13%  is  assumed,  rather  than 
the  actual  rate  of  11%  in  order  to  take  account  of  the  per  hectare  aid, 
equivalent  to  2%  points  of  VAT.  In  the  case  of  milk  account  has  also  been 
taken  of  the  impact  of  quotas  (reduction  in  gross  output  less  the  associated 
estimated  cost  savings).  The  total  level  aid  envisaged  is  DM  245  million. 
The  estimated  number  of  beneficiaries  is  30  000. - 20  -
Dependent  on  their  organization  and  the  volume  of  production  (e.g.  holdings 
with  cereal  cultivation,  for  fattening  bulls,  dairy  cattle),  the  holdings 
are  affected  by  the  reform  of  the  common  agricultural  policy  to  a  different 
degree. 
The  aid  to  the  recipients  will  reflect  the  overall  loss  suffered  on 
Individual  holdings.  In  cases  where  records  of  Individual  holdings  are  not 
available,  the  individual  overall  Joss  will  be  determined  on  the  basis  of 
standard  values  for  the  reference  period  and  the  most  recent  year  available. 
The  aid  will  be  limited  to  no  more  than  DM  4  900  (about  ECU  2  100)  per 
annual  work  unit  In  the  first  year  of  payment  and  for  no  more  than  two 
annual  work  units  per  holding  with  a  degresslvlty  of  15  per  cent  per  year  of 
the  Initial  aid  for  the  duration  of  a  maximum  of  five  years.  However  in  most 
cases  the  aid  will  be  limited  to  Dli  2  340  per  annual  work  unit.  In 
Instances  where  the  estimated  losses  on  individual  holdings  are 
exceptionally  high  this  limit  is  4900  DM. - 21  -
BELGIUM 
The  objective  of  the  programme  of  agricultural  Income  aid  Is  to  promote  the 
process  of  adapting  family  farms  to  the  new  conditions  resulting  from  a  more 
restrictive  price  and  market  policy.  Studies  carried  out  In  Belgium  have 
shown  that  about  50  % of  the  difference  In  income  between  farms  In  the  same 
situation  may  be  explained  by  the  farm  management  factor.  In  addition, 
certain  categories  of  farmer  (young  farmers,  producers  with  heavy  financial 
burdens)  have  been  particularly  affected  by  the  reform  of  the  common 
agricultural  policy.  Therefore  the  Income  aids  should  support  the  Income  of 
farmers  using  Intensive  management  methods  or  faced  with  very  heavy 
financial  burdens. 
Farmers  and  members  of  their  family  working  on  the  farm  for  at  least  25  % of 
an  annual  work  unit  will  qualify  for  income  aid. 
The  farmer  must  be  a  natural  person  whose  full-time  occupaton  Is  farming. 
The  income  aid  programme  Is  intended  for  all  farmers  In  Belgium. 
Tax  Information  will  be  used  to  determine  the  level  of  agricultural  and  non-
agricultural 
into  account 
family  Income 
BFR  1  011  100 
Incomes,  and  the  income  of  the  farmer's  spouse  will  be  taken 
In  each  case.  The  exclusion  treshold  for  the  level  of  overall 
per  work  unit  Is  fixed  at  90  Z  of  the  regional  GDP,  I.e. 
to  BFR  1  246  200,  depending  on  the  administrative  region. 
Furthermore,  applicants'  farms  must  be  classifiable  as  farms  In  difficulty, 
i.e.  be  Insufficiently  profitable  as  a  result  of  internal  structural 
difficulties  and/or  excessive  financial  burdens. 
The  Joss  of  Income  resulting  from  the  adjustment  of  markets  as  part  of  the 
reform  of  the  CAP  will  be  taken  into  account  In  determining  the  global  level 
of  Income  ald. 
Aid  will  be  granted  on  the  basis  of  applications  submitted  by  farmers  and 
will  be  of  two  types 
(a)  aid  for  intensive  farm  management  assistance  to  cover  the  costs  relating 
to  the  Introduction  of  intensive  management  assistance  systems  on 
agricultural  holdings.  This  assistance  •ay  be  given  only  by 
organizations  approved  for  this  purpose  beforehan~. - 22  -
A  lump  sum  of  BFR  120  ooo  per  farm  will  be  granted  for  a  period  of  five 
years  and  paid  in  five  tranches  of  BFR  60  ooo,. BFR  30  ooo,  BFR  15  ooo, 
BFR  10  000  and  BFR  5  000  respectively. 
(b)  supplementary  aid  for  relieving  the  financial  burden  on  farms  facing 
financial  difficulties,  In  the  form  of  additional  Interest-rate 
subsidies  and/or  gurantees  for  certain  credits  for  which  an  extension  of 
the  due  date  has  been  granted  by  the  credit  Institutions.  It  may  be 
possible  for  these  credits  to  be  consolidated. 
In  this  case,  the  amount  of  aid  to  be  granted  In  capitalized  form  (one 
single  payment)  will  have  to  be  calculated  for  each  holding,  on  the 
basis  of  the  outstanding  balance  of  eligible  credits  and  subject  to  the 
following  restrictions  : 
- an  absolute  ceiling  equal  to  the  capital/ zed  value  of  ECU  8  750  per 
work  unit  (corresponding  to  the  sum  granted  over  five  years,  starting 
with  ECU  2  500/WU  In  the  first  year,.  reduced  by  15%  each  successive 
year); 
- the  capitalized  value  of  the  management  assistance  must  be  deducted 
from  this  amount  and,  where  appropriate,  Regulation  (EEC)  No  104/90 
w/11  apply; 
- a  maximum  of  two  work  units  per  farm. 
The  number  of  farms  qualifying  for  management  assistance  Is  estl•ated  at 
6  ooo  (1  200  farms  qualifying  for  the  scheme  each  year  over  five  years). 
Financial  facilities  could  be  granted  to  an  estluted  total·  of  2  250 
farms  (450  per  years  over  five  years). SPAIN  (Basque  region) 
Through  the  Income  support  programme  the  authorities  of  the  Basque  country 
wish  to  assist  family  holdings  to  adapt  to  tile  reform  of  the  CAP.  The 
programme  covers  producers  of  cereals,  sugar  beet,  beef/veal  and  milk.  The 
plan  comprises  two  options: 
- Plan  A:  Farmers  must  have  Implemented  a  plan  for  Improving  the 
holding  since  1983  or  give  an  undertaking  to  Implement  such  a  plan 
within  two  years. 
-Plan  8:  Old  farmers  who  hand  over 
holding  to  a  young  farmer  under  the 
cessation  of  agricultural  activity. 
the  agricultural  area 





The  general  conditions  laid  down  by  the  Community  will  apply  and  the  ceiling 
for  total  family  income  per  work  unit  has  been  fixed  at  90%  of  regional  GOP 
per  member  of  the  working  population.  Plan  A  also  requires  particular 
dedication  to  agriculture  since  the  farmer  must  carry  out  at  least  0.75  AWU 
on  the  holding,  obtain  at  least  70%  of  his  income  from  the  holding  and 
undertake  to  continue  agricultural  activity  for  at  /east  10  years  (except  In 
case  of  retirement). 
The  aid  provided  for  will  continue  for  five  years,  falling  by  15%  In  real 
terms  each  year.  The  maximum  Initial  amounts  will  be: 
-Plan  A:  PTA  190  ooo  per  AWU  (depending  on  the  actual  size  of  the 
holding, ·the  degree  of  dedication  to  agriculture  and  sensitivity  to 
the  reform  of  the  CAP; 
- Plan  8:  PTA  125  ooo  per  person  (depending  on  the  area  handed  over  to 
the  young  farmer). 
It  J,s  88tllllatad  that  so111a  3  800  benaflclari88 will  be  JnvolvtH1. ANNEX  3 
INFORMATION  RECEIVED  FROM  THE  MEMBER  STATES  ON 
THE  PROGRAMMES  THEY  APPLY 
·''  '1-BELGIUM 
1.  Aid  granted 
The  PAIA  submitted  by  the  Belgian  authorities  consists  of  two 
sections: 
(a)  aid  for  intensive  assistance  for  the  management  of  holdings; 
(b)  the  grant of  financial  faci I ities to holdings  in difficulties. 
The  absence  of  a  budget  for  1992  owing  to  the  political  crisis  and  the  fal I 
of  the  Government  in  the  end  made  it  impossible  to  implement  the  second 
section,  even  though  there  was  agreement  in  principle  at  government  level. 
For  this  reason,  the  Belgian  PAIA  is  at  the  moment  temporarily  I imited  to 
the  first  sect ion  providing  assistance  for  the  management  of  holdings. 
This  was  given  effect  through  the  Ministerial  Decree  of  5  December  1991 
establishing  a  system  of  transitional  aids  to  agricultural  income, 
published  in  the  Moniteur  beige  on  22  January  1992. 
The  system  of  transitional  aids  to  agricultural  income  wi II  be  supplemented 
by  measures  on  financial  faci I ities,  to  be  defrayed  by  the  agricultural 
investment  fund,  once  the  budget  resources  become  available. GERMANY  - Baden-WUrttemberg 
1.  Take-up  of  aid 
The  statistical  data  on  the  implementation  of  the  programme  are  shown  in 
point  6. 
In  1991  payments  were  made  for  an  amount  of  OM  49  900  138  and  in  1992  for  an 
amount  of  OM  13  182  884. 
2.  Problems 
During  implementation  unexpected  problems  arose  in  particular  with  regard  to 
determining  the  proportion  of  the  total  household  income  of  holdings 
attributible  to  its agricultural  activities. 
There  are  some  holdings  which  have  to  be  classed  as  primary  activity 
holdings  on  the  basis  of  their  labour  requirements  and  their  equipment, 
although  as  a  result  of  their  high  financial  burdens  or  their  particular 
circumstances  they  operate  at  a  loss  as  regards  their  agricultural 
activities.  In  such  cases,  combination of  income  produces  a  situation where 
although  there  may  be  only  smal I  amounts  of  income  coming  from  sources other 
than  agriculture,  nevertheless  the  20%  proportion  of  income  from 
agricultural  activities  which  would  make  the  holding  eligible  for  subsidy 
under  the  Directive  is  not  reached.  In  the  Ministry's  view,  however,  these 
hold,ings  are  a  priority  target  group  under  the  programme.  Accordingly,  they 
were  examined  individually  and,  provided  the  work  carried out  cal led  for  the 
employment  of  one  working  unit  and  provided  the  owner  of  the  holding  or  a 
family  member  worked  on  the  holding  as  their  main  economic  activity  the 
holding  was  included  in  the  programme. 
This  approach  is  applied  in  respect  of  those  holdings  where  the  share  of 
income  from  agricultural  activities  1 ies  between  20%  and  50%. The  information  provided  by  the  applicants  concerning  time  spent  working  on 
the  agricultural  holding  were  checked  using  formulae  which  make  allowance 
for  the  requirements  of  different  types  of  agricultural  activity. 
3.  Financing 
Financing  and  accordingly  the  take  up  of  aid  is  provided  for  as  follows  in 
relation  to  the  planned  amount  of  aid  at  the  moment  of  approval  of  the 
programme: 
Currently  Planned 
(OM  Mi  II ions) 
1991  50.000 
1992  50.000 
1993  50.000 
1994  44.200 
1995  26.300 
1996 
220.500 
Payment  of  Aid 
Planned  at 
the  time  of 
approval 
Deviation 
COM  Millions)  (OM  Millions) 
50.000 
62.500  -12.500 
52.000  - 2.000 
41  . 500  +  2.700 
31.000  - 4.700 
8.000  - 8.000 
245.000  -24.500 
Phased  payments  on  a  reducing  basis  applied  in  individual  cases  is  not 
affected;  The  take-up  of  aid  in  individual  budget  years  slightly  exceeds 
the  claims  notified at  the  time  of  approval  in  the  1994  budget  year  only. 
4.  Controls 
Once  the  measure  has  run  for  the  first  year  the  controls  required  under  the 
regulation  will  be  carried  out.  The  results  will  be  notified  as  soon  as 
possible. 
5.  Further  information 
Information  relating  to  changes  or  planned  changes  in  the  agricultural 
production  of  holdings  whose  owners  receive  agricultural  income  aids  cannot 
yet  be  provided  after  the  first  year  of  implementation. 
6.  Statistics -:i(d·-
Situation on  26  March  1992 
~ta on  the  Progrwooooe  of  aids  to  agricultural  incane 
Share  of  incane  coaUng  fran agriculture 
Total  Below 20%  209'o- 509'o  509'o-75%  Over  7':Ro 
Cases  of Aid  19  505  340  2  118  2  793  14  254 
Hectares ~lding  28.54  34.71  22.76  28.05  29.35 
Gross margin  in the 
reference  period DM  62  678  65  525  45  674  61  288  65  410 
Gross margin  in  the 
period  of  application DM  54  513  56  492  39  599  53  328  56  914 
Eligible ~rk units  1.56  1.60  1.35  1.58  1.58 
Total Household  incane 
1M/Holding  29  583  21  233  33  298  33  347  28  493 
Income  fran agriculture 
1M/Holding  24  169  1  426  11  767  21  462  27  084 
Pa~nts per  group  63  083  022  1  170  311  5  744  463  9  091  805  47  076  443 
Refusals  3311  1  451  307  233  1.370 
Hectares UAA/Holding  23.13  15.48  20.68  26.07  31.20 
Gross margin  in  the 
reference  period DM  53  327  27  701  40  254  63  783  82  691 
Gross margin  in  the 
period  of  application DM  46  901  23  632  34  875  56  377  73  605 
Eligible ~rk units  1.19  0.96  1.10  1.40  1.44 
Total HOusehold  incane 
IM/Holding  48  968  39  953  56  851  60  689  54  975 
lncane  fran agriculture 
1M/Holding  26  902  3  478  19  254  38  937  52  305 
Total Applications  22  816  1  791  2  425  3  026  15  574 FRANCE 
1.  Aid  granted/statistical  data 
The  statistical  data  supplied  below  are  sti I I  provisional.  At  the  end 
of  1990,  14  343  applications  for  transitional  aid  had  been  submitted  to 
the  French  departments.  Out  of  this  number  11  200  were  accepted,  making 
for  a  reject ion  rate  of  less  than  25%.  The  reasons  for  reject ion 
subsequent  to  administrative  inspection  involved  either  the  application 
of  the  ru I  es  on  priority  access  to  the  scheme,  or  an  over  a II  income 
higher  than  the  norm. 
On  20  January  1991,  the  final  date  for  payment  of  the  aids  under  the 
1990  budget,  5  710  adjustment  plans  had  been  paid  on  the  basis of  8  487 
man-work  units,  broken  down  between  4  185  annual  plans  and  1  525 
capitalized plans. 
The  total  cost  of  the  plans  amounted  to  FF  102  631  764  for  1990. 
The  tot  a I  number  of  pI ans  which  did  not  receive  payment  in  1990  and 
which  were  defrayed  in  1991  amounted  to  some  5  500,  or  2  300  annual 
pI ans  and  3  200  capita I i zed  pI ans.  This  expenditure  was  charged  to 
1991,  along  with  the  new  plans  to  be  allocated  to  that  year. 
2.  Inspection  of  applications 
In  view  of  the  annual  payments  effected  in  the  last  quarter  of  1990  and 
during  the  first  few  months  of  1991,  on-the-spot  inspections  began  at 
the  end  of  that  year. 
The  first  reports  received  by 
a noma I i es  and  no  app I i cat ion 
cancellation of  the  aid. 
the  Commission  did  not 
inspected  so  far  has 
indicate  any 
resulted  in 3.  Other  points 
Application of  the  Community  system of  transitional  aids  to agricultural 
income  at  the  start  ran  into  some  difficulties  in  France,  in  view  of  the 
crisis  in  farming. 
When  the  scheme  began,  its appearance  took  French  producers  by  surprise, 
many  of  whom  found  themselves  in  difficulties  at  the  time. 
Nevertheless,  the  producers eligible under  the  system  have  subsequently 
reacted  very  positively. 
The  impact  of  the  scheme  in  improving  the  income  of  farmers  can  only  be.~  :~· 
felt  of  course  as  the  adjustment  plans progress. NETHERLANDS 
1.  Participation  rate  estimated when  the  PAIA  was  approved 
The  number  of  farms  I ikely  to  be  eligible  for  an  aid  to  agricultural 
income  was  estimated  at  3  200,  representing  a  total  area  upon  which 
crops  subject  to  a  common  organization  of  the  market  are 
between  70  000  and  80  000  ha,  depending  on  the  estimates. 
cost or the  PAtA  was  put  at  HFL  75  mill ion. 
2.  Aid  granted/statistical  data 
grown  of 
The  tot  a I 
Farmers  wishing  to  avail  themselves  of  the  system  of  transitional  aids 
to  agricultural  income  for  arable  crops  could  apply  between  6  August 
1990  and  16  January  1991.  During  this  period,  2  709  applications  were 
submitted.  1  859  applications  were  approved,  while  850  (31%)  were 
rejected. 
In  all,  almost  HFL  32  mi  I I ion  has  been  granted  in  aids  to  agricultural 
income. Dutch  prov i ;,c;~::s; 
App I i cat ions 
submit ted  reJected  approved  Total 
(mi Ilion  HFL) 
Groningen  718  196  522  10.7 
Friesland  111  43  68  1 . 1 
Drenthe  524  164  360  6.8 
Over i jsse I  56  23  33  0.6 
Flevoland  148  56  92  1. 3 
Gelder land  44  17  27  0.4 
Utrecht  1  0.01 
North  HoI  land  135  25  110  1.8 
South  HoI  land  196  61  135  2.3 
Zeeland  495  143  352  4.8 
North  Brabant  149  57  92  1. 4 
Limburg  132  65  67  0.8 
Total  2  709  850  1  859  32.0 
The  1  859  applications  covered  a  total  of  87  000  ha  of  arable  land  (an 
average  ·of  47  ha  per  holding).  The  area  under  crops  subject  to  a  common 
organization of  the  market  amounted  to  almost  52  000  ha  (an  average of  28  ha 
per  ho I  d 1  ng) . 2.2  Rejections 
The  reasons  for  rejecting  850  applications  were  as  follows: 
257  rejections  (30%):  the  family  income  was  not  less  than  HFL  34  000 
251  rejections  (30%):  two-thirds of  the  production were  not  field  crops 
116  rejections  (14%):  less  than  30%  of  production  was  subject  to  the 
common  organization of  the  market 
92  rejections  (11%):  the  income  derived  from  farming  did  not  amount  to 
10%  or  more  of  total  household  income. 
134  rejections  (15%):  miscellaneous  reasons 
3.  Changes  in  the  level  of  agricultural  production 
It  is  not  yet  known  if,  in  comparison  to other  holdings,  there  have  been 
changes or  planned  changes  in  the  level  of  total  agricultural  production 
on  holdings  farmed  by  those  in  receipt  of  aids  to  agricultural  income. 
• Annex  4 
INFORMATION  RECEIVED  FROM  MEMBER  STATES  WHICH  HAVE  NOT  SUBMITTED  DRAFT 
PROGRAMMES  OF  AGRICULTURAL  INCOME  AID -- ~)  .......  -
Denmark 
The  Danish  authorities  consider  that  the  Agricultural  Income  Aid  system  was 
not  a  suitable  instrument  to  solve  the  problems  faced  in  some  areas  of  the 
agriculture  industry. 
Even  though  during  the  negotiations  on  the  scheme  and  the  associated 
implementing  provisions  the  Danish  negotiatiors set  great  store on  achieving 
the  simplest  possible  structure  from  an  administrative  point  of  view,  in 
practice  there  were  no  special  difficulties  which  prevented  the  Danish 
government  from  implementing  the  scheme. Ire land 
There  were  many  reasons  why  an  income  aid  scheme  was  not  implemented  in 
Ireland.  First  of  al 1  due  to  the  tight  national  budgetary  sJtuation  it  did 
not  prove  possible  to  allocate  State  funds  for  such  a  scheme.  However,  and 
in  any  event,  the  Irish  authorities  when  they  researched  the  possibi I ity of 
introducing  the  scheme  identified  a  number  of  negative  factors,  viz  : 
-the enormous  complexity  of  the  scheme  for  the  amount  of  ai~ which  could  be 
offered  (and  on  a  degressive  basis); 
-the short  period  (5  years)  involved; 
-high potential  administrative  costs; 
-the need  to  count  alI  household  income  irrespective of  whether  each  family 
member  was  employed  ful I  time  on  the  farm; 
-the need  to  establish  a  firm  I in~  between  aid  paid  and  the  injury  caused 
by  CAP  reform.  Even  when  the  overall  injury  is  established,  Member  States 
must  brea~ this  down  on  a  product  by  product  basis; 
-aid  can  be  apportioned  to  any  one  sector  but  in  a  country  as  small  as 
Ireland  and  where  mixed  farming  activities  would  be  going  on  (e.g. 
mil~/beef),  research  proved  that  it  would  be  difficult  to  come  up  with  a 
scheme  which  could  be  realistically granted  to one  sector  only; 
lac~  of  accurate,  precise  and  current  statistical  information  on  the 
I ikely  Qualifying  farmers  because  of  the  complexities  of  the  scheme 
prevented  Ireland establishing a  meaningful  basis on  how  it  might  proceed. LUXEMBOURG 
Luxembourg  has  not  as  yet  applied  the  system  of  transitional  aids  to 
agricultural  income  established  by  Counci I  Regulation  (EEC)  No  768/89, 
even  though  the  injury  resulting  from  the  adjustment  of  agricultural 
markets  in  the  context  of  the  reform  of  the  common  agricultural  pol icy 
since  the  mid-eighties  has  been  considerable  for  the  Luxembourg  farmer. 
The  system  of  aid  app I i es  on I y  to  farmers  and  the  members  of  their 
families  whose  overall  family  income  amounts,  per  work  unit,  to  less 
than  a  threshold  determined  on  the  basis  of  the  gross  domestic  product 
per  member  of  the  working  population.  Eligibility  for  aid  is  therefore 
restricted  to  holdings  with  the  weakest  economic  results  whether  because 
of  their  inadequate  structure  or  inappropriate  management.  However, 
holdings  which  have  made  efforts  to  modernize  and  to  introduce 
profitable  production  facilities  are  also  adversely  affected  by  the 
reform  of  the  common  agricultural  policy  as  much  as  the  holdings 
referred  to  above  yet  are  nevertheless  excluded  from  the  system  of  aid. 
These  farmers  are  I ikely  to  be  discouraged  in  their efforts  to  modernize 
and  rationalize  by  a  selective  aid  scheme  which  conflicts  with  the 
criteria  for  economic  assessment. 
The  concerns  put  forward  by  Luxembourg  when  the  system  of  aid  was  being 
drafted  have  been  fully  confirmed. 
Despite  the  above  comments,  were  Luxembourg  to  apply  the  aid  system,  it 
would  come  up  against  serious  political  and  psychological  difficulties 
in  view  of  the  fact  that  the  selection  criteria  imposed  by  the 
Regulation  would  be  only  reluctantly  accepted  in  practice. 
Nevertheless,  Luxembourg  agrees  with  the  main  objectives  of  the 
Community  aid  system  and  expresses  concern  that  the  income  position  of 
many  farmers  remains  critical  and  the  problem  of  insufficient 
agricultural  income  is  tending  to  spread  throughout  all  the  agricultural 
sector. The  United  Kingdom  considers  that  the  Community  Agricultural  Income  Aid 
Pol icy  is primari.ly  a  social  security  measure  and  has  not  implemented  it for 
this  reason.  As  there  are  adequate  social  security  provisions  for  alI 
sectors  of  the  population  in  the  UK,  to  implement  this  additional  measure 
would  be  unfair  to  those  employed  in  sectors  other  than  agriculture. 
Furthermore,  although  income  aid  schemes  are  required  to  be  production-
neutral,  the  United  Kingdom  authorities  consider  that  they  are  not  in  the 
long-term  interest  of  farmers  as  they  delay  the  necessary  transition  to  a 
more  market-orientated  approach  to agriculture. 
This  view  has  been  confirmed  by  consideration of  the  schemes  which  have  been 
implemented  by  other  Member  States.  Regulation  768/89  is  itself  a  curious 
hybrid  between  an  agricultural  measure  and  a  social  security  one,  since  the 
tot  a I  amount  of  money  which  can  be  spent  on  any  scheme  is  I im i ted  by  the 
"injury"  to  incomes  suffered  as  a  result  of  reform  of  the  Common 
Agricultural  Pol icy  but  individual  farmers  and  their  fami I ies  may  only 
benefit  if  their  incomes  fa I I  below  a  certain  threshold.  As  alI  the  Member 
States  which  have  introduced  schemes  have  opted  to  pay  aid  on  a  flat-rate 
basis,  as  provided  for  in  Article  5(2)  of  Regulation  768/89,  payments  to 
individuals  have  been  determined  solely  with  reference  to  income  levels 
rather  than  being  1 imited  to  the  injury  suffered  by  the  holding.  This  had 
even  led,  where  horizontal  schemes  have  been  introduced,  to  situations where 
producers  in  sectors  where  there  has  been  no  reform  have  been  eligible  for 
aid. 
The  calculation  of  the  overall  injury  due  to  CAP  reform  for  schemes  where 
aid  is  to  be  paid  on  a  flat-rate  basis  has  itself  caused  problems.  Several 
methods  have  been  used  but  they  give  very  different  results  when  applied  to 
the  same  data.  It  is  clearly  undesirable  that  the  maximum  that  can  be  paid 
out  under  a  particular  scheme  should  be  determined  with  reference  to  a 
concept  which  has  proved  so  difficult  to quantify. 